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Mr. Fogarty. The committee will come to order. 
We have before us this yi a communication from the Presi- 
dent of the United States included in House Document No. 392, 


uesting a supplemental appropriation for the Department. of 
Labor. 


We shall insert that document in the record at this point. 
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CoMMUNICATION FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTING 
A ProposeD SUPPLEMENTAL APPROPRIATION FOR THE FiscaL YEARS 1958 AND 
1959, In THE AmMouUNT oF $665,700,000, FoR THE DEPARTMENT OF LABOR 


THE WHITE Hovsks, 
Washington, June 4, 1958. 
The SPEAKER OF THE HOUSE OF REPRESENTATIVES. 

Sir: I have the honor to transmit herewith for the consideration of the Con- 
gress a proposed supplemental appropriation for the fiscal years 1958 and 1959, 
in the amount of $665,700,000, for the Department of Labor. 

The details of this proposed appropriation, the necessity therefor, and the 
reasons for its submission at this time are set forth in the attached letter from 


the Acting Director of the Bureau of the Budget, with whose comments and 
observations thereon I concur. 


Respectfully yours, 
Dwicut D. EISENHOWER. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 


Washington, D.C. 
The PRESIDENT, 


The White House. 
Sm: I have the honor to submit herewith for your consideration a proposed 
supplemental appropriation for the fiscal years 1958 and 1959, in the amount of 
$665,700,000, for the Department of Labor, as follows: 


“DEPARTMENT OF LABOR 
“BUREAU OF EMPLOYMENT SECURITY 


“TEMPORARY UNEMPLOYMENT COMPENSATION 


“For carrying into effect the provisions of the Temporary Unemployment Com- 
pensation Act of 1958, $665,700,000, of which (a) $640,000,000 shall be for pay- 
ment of temporary unemployment compensation to claimants as authorized by 
title I of the Temporary Unemployment Compensation Act of 1958; (b) $25,100,- 
000 shall be for the general administration of the temporary unemployment com- 
pensation program by the States, Puerto Rico and the Virgin Islands; and (c) 
$600,000 shall be for expenses necessary for the general administration by the 
Department of Labor of the temporary unemployment compensation program, 
including services as authorized by section 15 of the Act of August 2, 1946 (5 
U. 8. 0. 55a) (not to exceed $10,000), reimbursement to the States for salaries 
and other expenses of State employees temporarily assigned or detailed to duty 
with the Bureau of Employment Security, and direct payments for travel ea- 
penses, transportation of household goods, and per diem in lieu of subsistence 
while away from their regular duty stations in the States, at rates authorized 
by law for Federal employees: Provided, That this appropriation shall be avaitl- 
able from the date of enactment of the Temporary Unemployment Compensation 
Act of 1958, and any obligations incurred between such date and the date of 
enactment of this Act are hereby ratified and confirmed if otherwise in accord- 
ance with the provisions of this appropriation.” 

The Temporary Unemployment Compensation Act of 1958, enacted by Congress 
on May 28, 1958, provides for payment of additional unemployment compensa- 
tion to qualified persons who have exhausted entitlement under provisions of 
Federal or State law. This appropriation is to provide funds for payment of 
these benefits and for the Federal and State costs of administration. Immedi- 
ate action is necessary to make these funds available for administrative expenses 
and for payments under the act, which applies to weeks of unemployment begin- 
ning on or after the 15th day following enactment. 

I recommend that the foregoing proposed supplemental appropriation be trans- 
mitted to the Congress. 

Respectfully yours, 


Rosert BE. MERRIAM, 
Acting Director of the Bureau of the Budget. 
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Mr. Fosarry. The President is requesting $665,700,000 for the: De- 
partment of Labor in order to provide for carrying out the Tempo- 
rary Unemployment Compensation Act that was signed only yes- 
terday. 


Mr. Goodwin, do you have a statement for the committee? 


GENERAL STATEMENT 


Mr. Goopwin. Yes, Mr. Chairman, I have a brief statement here I 
should like to read, if it is all right, and then try to answer any ques- 
tions that the members of the committee may have. 

We are requesting $665,700,000 for the payment of benefits and the 
administrative cost of the Temporary Unemployment Compensation 
Act of 1958, which was signed by the President on June 4. Of this 
amount, $640 million is for the payment of unemployment compensa- 
tion to individuals who have exhausted their rights under the State 
or Federal unemployment-insurance programs. State administra- 
tive costs are estimated at $25,100,000, and $600,000 will be required 
for salaries and expenses of the Department of Labor employees en- 
gaged in directing and administering this program: 

This program is needed to provide some measure of income main- 
tenance to the large number of unemployed workers who have ex- 
hausted their rights to benefits under State or Federal unemploy- 
ment-insurance laws. The number of individuals exhausting bene- 
fits in the State unemployment-insurance and Federal employees’ 
programs has aime sharply since last November, when 84,400 
workers were dropped from the unemployment-compensation rolls 
because they had rea paid all the benefits to which they were en- 
titled. In April, this number had increased to 231,200, which is 
more than double the 114,700 who exhausted their benefits in the same 
month a year earlier. 

The Temporary Unemployment Compensation Act of 1958 provides 
that, in States which agree to act as agents of the Secretary of Labor, 
an individual who has exhausted his benefit rights under the State or 
Federal unemployment-compensation laws shall be entitled to receive 
additional benefits equal to 50 percent of the total amount he received 
under that law. Individuals who exhausted their benefit rights after 
June 80, 1957, and before April 1, 1959, are eligible to file claims in 
such participating States. The claims of these individuals will be 
paid in accordance with the applicable provisions of the State’s unem- 
ployment-insurance laws. States which enter into agreements with 
the Secretary of Labor may begin to make payments to these individ- 
uals for sera of unemployment beginning on or after June 19, 1958. 
The law provides that the Federal Government will recover all costs 
of the program except those related to payments to individuals ex- 
hausting their rights under the Federal unemployment-insurance 
programs. 

Our estimate of $640 million, which will be needed for the payment 
of benefits to unemployed workers under this program, is based on 
the assumption that all States will participate in the program. It is 
anticipated that all States will accept the extension of the basie agree- 
ments with the Secretary of Labor for the payment of unemployment 
compensation to Federal workers and to “Korean” veterans, since the 
cost of such extension will be paid by the Federal Government. In 
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addition, all States will participate in the program through the han- 
dling of interstate claims as agents of States which do have agree- 
ments with the Secretary. As I stated earlier, the President approved 
this act on June 4. It is too soon to predict how rapidly the States 
will enter into agreements with the Secretary to put this program into 
effect. All States will want to study the regulations governing the 
program before entering into an agreement to extend these benefits to 
workers covered by the State laws, and some States have indicated 
that they will need a favorable attorney general’s opinion or legisla- 
tive approval. This means that only a few may be ready to start their 
program on the effective date of Public Law 441 and additional States 
will join at a later date. If all States participate in the program, 
it is estimated that 2,650,000 eligible workers will file claims for 
benefits. It is further estimated that these individuals will draw 
benefits for an average of 814 weeks. 

The State administrative costs are related to the benefits paid or 
services actually performed and funds will be advanced to them for 
this purpose only to the extent that such costs are incurred. 

While benefits will be paid by the States the Bureau will have im- 
portant responsibilities with respect to this program. For example, 
it will be necessary to (1) develop and maintain operating procedures, 
(2) continuously evaluate the operations of the program to assure 
that the regulations of the Secretary of Labor are being compiled 
with, (3) provide consulting services and technical assistance to State 
agencies on the new and unusual problems related to this program, 
(4) develop interpretations of the Federal act and insure uniform 
application of such interpretations among the States, (5) develop 
informational materials to be used by the Bureau and the States to 
keep the public informed about the program. 

Administration of this program is expected to be complex because 
of the unusual problems with which the Bureau and the States will 
be faced. It is therefore extremely important that we receive ap- 
proval for the funds requested for State administration and for the 60 
positions requested for the Bureau and the Office of the Solicitor. 
Because of the involved problems to be resolved we have made tenta- 
tive arrangements to hire about 20 experienced people from the State 
agencies. These people can be on duty as soon as funds are available. 
We are now actively arranging for the recruitment of the additional 
12 professional employees and the clerical workers who will be needed. 

There is one additional point I want to make before closing. That 
is that these moneys can be used only for this program. If they are 
not used they will revert to the Treasury. 

That is the statement, Mr. Chairman, and I will be glad to try to 
answer any questions. 

I might say that Mr. Newell Brown, Assistant Secretary, is here 
this morning. He played a very active and important role in the de- 
velopment of the entire program and he may wish to make some com- 
ments, or you may have some questions that you wish to direct to him. 

Mr. Focarty. Mr. Brown, if you have anything to add, we would 
be very happy to hear from you. 

Mr. Brown. I think not, Mr. Chairman, unless there are questions 
that the committee has. 

The matter was widely discussed and debated and I assume that 
your committee is familiar with the issues. 
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REPAYMENT FEATURES 


Mr. Foearry. Mr. Goodwin, do I understand that except for un- 
employment compensation for veterans and Federal employees, the 
law requires that the States pay back to the Federal Treasury every 
dollar of these funds? 

Mr. Goopwin. The States, as such, would not necessarily be paying 
back the Federal Government. The law provides that the Federal 
tax, which is now at 0.3 of 1 percent, would be increased beginning in 
1963 to recover the amounts paid out within the State unless the 
State had voluntarily saaeiae the money in the meantime. Thus, 
there are two ways in which the money could be recouped by the 
Federal Treasury. One is by voluntary repayment by the State and 
the second is for the Seieed tax to be increased, beginning in 1963, 
to recover the amount. 

Mr. Foearry. Does that mean, then, that if a State refuses to repay, 
you will automatically increase the tax in 1963? 

Mr. Goopwtn. The law provides that the tax automatically goes 
into effect in 1963 to recover the money. 

Mr. Focarry. It seems to me that I have read something in the 
newspaper to the effect that the Secretary of Labor had made the 
statement that maybe some of these loans would never be repaid. 

Mr. Brown. I have a comment on that. There would be no pres- 
sure on the State, as an entity, to repay. If the State did not of its 
own motion undertake, from one source or another, to reimburse the 
Treasury, then the tax automatically goes into effect under the law. 
There is no question of the repayment not being made under the law 
as presently written. The Treasury is to be reimbursed from some 
source or other beginning in 1963. The Federal tax on employers in 
the State automatically increases 50 percent in 1963 unless prior to 
that time the Treasury has been reimbursed from some source for 
the money expended in this program. 

Mr. Focsarty. That is just the tax in that State; is it not? 

Mr. Brown. The tax on the employers of that State. 

Mr. Foaarty. So the State will have to pay? 

Mr. Brown. In the sense that they are 

Mr. Foearry. You are going to force the States to pay one way 
or another? 

Mr. Brown. The employers, through the Federal tax. 

Mr. Foaarry. They are taxes you would collect in the State so for 
practical purposes it is the State. You might as well say that you 
are going to force them to repay all of these loans? 

Mr. Brown. I cannot go beyond my statement as to what the law 
provides. 

Mr. Fogarty. It seemed to me that I had read where the Secretary 
of Labor had made a statement that the States might never have to 
pay back some of these funds. 

Mr. Brown. I am not aware of that. 

Mr. Fogarty. You are not aware of that ? 

Mr. Brown. He made a good many comments with regard to the 
restoration of money to the Treasury. The language of the law says— 
and “restore” is the word that is used—funds restored to the Treasury. 
That does not pinpoint the State legislature or the State general 
fund, or anything of that kind. It speaks simply of restoration as an 
alternative to a tax increase. 
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Mr. Focarty. The facts are that the States are faced with the 
proposition that they have got to repay whatever they borrow? 

Mr. Brown. The one has to be made whole; yes, sir. 

Mr. Focarry. You put it that way and I put it the other way. It 
all means the same thing; does it not? The way you say it and the 
way I say it? 

Mr. Brown. I do not think necessarily so. If you used the word 
“loan” and put it on that basis, then you get into somewhat of a 
different legal context than if you take on the sense that this is a 
federally levied tax, an increased tax on the employers of a partic- 
ular State. Nevertheless, it is not in the same context as the State 
undertaking it as a State obligation to repay. 


EXTENT OF PROGRAM CONTROL BY FEDERAL GOVERNMENT 


Mr. Focarty. This is in effect then federalizing the unemployment 
compensation program to some extent ? 

Mr. Brown. I do not think so in any manner or shape. 

Mr. Fogarty. You do not think so? 

Mr. Brown. No, sir. 

Mr. Focarry. If the State does not pay voluntarily, you increase 
the tax on the employers by 50 percent. Is that not Federal control 
to unilaterally regulate the tax rate? 

Mr. Brown. This program is a Federal and temporary program, 
certainly, but it does not, outside the limited period of its duration, 
have any impact on the existing Federal-State relationship in this 
program. The State moves into the picture as an agent for the dura- 
tion of this temporary Federal program. 


POSSIBLE APPLICATION OF PROGRAM IN RHODE ISLAND 


Mr. Focartry. Give me a specific example. Let us take the case of 
Rhode Island, for example. 

What do you anticipate that they will borrow ? 

Mr. Goopwin. Rhode Island, as you may know, Mr. Chairman, is 
now holding a referendum on the question of borrowing. 

This was initiated originally, as I understand it, to meet the prob- 
lem of borrowing under the Reed Act, but it also contains a propo- 
sition that it would authorize the State to take advantage of this law. 
We do not know 

Mr. Focarry. Assuming the referendum is approved, then what? 

Mr. Goopwtn. We can tell you what the experience has been on the 
exhaustions in Rhode Island and what the potential number of 
people is. 

In April alone, for instance, 3,497 exhaustions in Rhode Island—— 

Mr. Fogarty. What does that figure mean ¢ 

Mr. Goopwin. These figures are for unemployment insurance and 
UCFE only. I do not have the information exactly the way that 
you have asked the question, Mr. Chairman. The number of exhaus- 
tions in April was 3,497, which was about 26 percent above the number 
in March and 55 percent above a year ago. From July to December 
1957, there were 9,629 exhaustions in Rhode Island; and in January 
to April, the first 4 months in 1958, there were 10,802. That would 
make a total of 20,431 exhaustions in 10 months in Rhode Island. 
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Mr. Focarry. In the past 10 months, there were 20,000 people who 
exhausted their unemployment benefits ¢ 

Mr. Goopwin. Yes, sir. 

Mr. Focartry. How did you arrive at that figure ? 

Mr. Goopwin. These figures are furnished by the States. It is an 
actual count of those who were still receiving benefits when they used 
up their full entitlement. 

Mr. Fogarty. What has happened to those 20,000 people ? 

Mr. Goopwin. We have estimates on the number that are still 
unemployed and it is a fairly heavy percentage still unemployed 
according to our estimates. About 50 percent of this group, according 
to our estimates, are still unemployed. 

Mr. Foaarry. How would this program affect those people who 
are still unemployed ? 

Mr. Goopwin. They would then come into the local office and make 
application for extended benefits if the State signed the agreement 
with the Secretary. Then they would be entitled to receive 50 per- 
cent of what they had received from the State. In other words, if 
they got $30 from the State for a period of 26 weeks, then they would 
be entitled to $30 for an additional 13 weeks. It would extend by 
50 percent what they had received from the State. 

Mr. Focarry. Are there any complications that might arise, as far 
as Rhode Island is concerned, in getting into this program ? 

In the light of what you know about the Rhode Island situation 
do you assume that they are going to participate in the program ? 

Mr. Goopwrtn. I talked with the State officials. I happened to be 
up there last week addressing a conference and I think you addressed 
them later in the week on temporary disability insurance. I talked 
with Tom Bride at that time. Of course, it is still a matter of con- 
jecture as to what will happen on the vote, but he was of the opinion 
that it would be a favorable vote, and, if it were, that the State 
would avail itself of this program. 

Mr. Fogarry. I think it is a $10 million referendum, is it not? 

Mr. Goovwin. That is what they would be permitted to borrow 
under the Reed Act. 

Mr. Focarry. What would they be permitted to borrow under this 
program ? 

Mr. Goopwin. They would be permitted to obtain money from the 
Federal Government for the full number that qualified under the 
provisions of this law. 

Mr. Focartry. What do you estimate that to be at this time? 

Mr. Goopwrtn. I do not have a figure on what it will work out in 
money amounts State by State. We have taken the total number of 
exhaustions, an estimate of the total number, and the total eligibility 
for the country as a whole, and figured it that way. 

Mr. Foearry. It would not take you very long to figure that? 

Mr. Goopwin. No. 

Mr. Love. We would have to estimate it because we do not have the 
exact figures, State by State, as to how many of those have exhausted 
benefits are still unemployed. That is the problem in estimating that 
State by State and on a national basis, too. ; 

Mr. Foaarry. You have already made a statement that in Rhode 
ee about 10,000 are still unemployed who have exhausted their 

nefits. 


26534—58——_2 
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Mr. Goopwin. We could apply the formula we have listed here and 
come up with, I assume, a rough estimate. 

Mr. Love. I would make a guess of $25 million or $30 million, 
maybe more. It depends upon the continuation of exhaustions and 
whether they equal the pattern we have set here for the Nation as a 
whole. 


ESTIMATE OF FUTURE EXHAUSTIONS OF BENEFITS 


Mr. Focarry. What is your estimate, as far as exhaustions are con- 
cerned, in the future ? 

Mr. Goopwin. For Rhode Island? 

Mr. Focarty. Yes; and the Nation? 

Mr. Goopwtn. For the country as a whole, we estimated for the 
total duration of the program it would be 2,120,000 and that is in 
addition to the 630,000 who would be eligible immediately upon 
passage of the act. The total expected to file claims is 2,650,000. 

Mr. Foearry. What did you estimate the exhaustions would be 
when you were testifying before this committee in February ? 

Mr. Goopwin. They were slightly less than this. My recollection 
is about 10 percent. We were low at that time by about 10 percent, 
as I recall, in our estimate of exhaustions. 

Mr. Focarry. When you appeared before and asked for a supple- 
mental appropriation, what were your estimates then ? 

Mr. Goopwin. I do not recall. I am not even sure that we got into 
the question of exhaustions at that time. I would have to look it up. 


LENGTH OF UNEMPLOYMENT PERIOD AFTER EXHAUSTION OF BENEFITS 


Mr. Focarry. I think that we also talked about how long these peo- 
ple would remain unemployed after they had exhausted their un- 
employment benefits. 

Mr. Goopwin. That question may have come up. I do not recall. 

Mr. Focarry. It seemed to me that you said it was difficult to de- 
termine that. 

Do you have estimates on that now ? 

Mr. Goopwtn. We have some estimates; yes, sir. 

Mr. Fogarty. What are the estimates ? 

Mr. Goopwtn. We have applied them to the total experience for 
the year. The estimate is the 50 percent which I gave you awhile 
ago. 

Mr. Fogarty. I was trying to get that same answer from you in 
February and in April and you said that you did not have any 
figures. You said, “We cannot. chart them. We do not know what 
happens to these people after they get off the rolls.” 

Do you have any more information now than you had then? 

Mr. Goopwin. What I said was that we had estimates. They are 
based upon studies that have been made from time to time. We do 
not have a statistical figure on this one, but we have made some 
studies and based on those studies, we have made these estimates 
which is the best that we can do under the circumstances. 

Mr. Focarry. What are the estimates ? 

Mr. Goopwtn. The estimates, or rather the studies, are based upon 
the percentage that goes back to work each week. This 630,000 has 
already been lapsed. In other words, we have applied the formula 
there. 


9 


Mr. Foearry. What is that again? 

Mr. Goopwin. The 630,000 has already been lapsed. In other 
words, we have applied our formula to the total number of exhaus- 
tions and those are the ones that we estimate are still unemployed. 
Exhaustees who are still unemployed. Of the 2,120,000 that will 
become exhaustees at sometime in the future, we estimate that all but 
100,000 of those will apply. You see, we will not have the lapse of 
time in which the opportunity to become employed will take place 
to any large extent. Therefore the number that will become reem- 
ployed before they apply for this program, we estimate, will be 
relatively small, 100,000. Some of them may become reemployed in 
a fairly short time. 

Mr. Focarry. Your estimate is that they are going to be unem- 
ployed, or filing claims, for an average of 814 weeks; is that right? 

Mr. Goopwin. On an average, yes. They will receive benefits for 
814 weeks. 


ESTIMATED PERCENTAGE OF VALID CLAIMS 


Mr. Foearry. The total number of weeks of unemployment com- 
pensation is estimated at 96 percent of the number of weeks of unem- 
ployment claimed? How did you arrive at that estimate? 

Mr. Love. Normal experience on that, Mr. Chairman, is that about 
10 to 15 percent of people drop out each week. We have estimated 
that in the kind of situation we face here, most of those who file claims 
will be paid. They will not have obtained work at the time their 
check comes due. 

Mr. Goopwtn. That is based upon experience, the longer a person 
is unemployed, the more difficult it is to get back in employment. 


UNEMPLOYMENT SITUATION AMONG OLDER WORKERS 


Mr. Focartry. The older the person gets, the more difficult it is to 
get a job; is it not, in times like these ? 

Mr. Goopwin. That is right. You also have seniority operating 
and the ones laid off most recently are taken back first. 

Mr. Foacarry. What is the employment situation in the case of 
those over the age of 45 these days? 

Mr. Goopwin. Percentage-wise we are placing about the same per- 
centage of older workers, or a little better than we have. This is 
experience in the last 4 or 5 months. 

Mr. Brown. I might comment a little further. I think it is an 
interesting figure that while the unemployment has been dropping, 
placements have been dropping and the percentage of workers, 
over 45, placed has increased relative to the total. It was about 18 
percent in July and it has gone into the neighborhood of 21 percent 
at this time. 

Mr. Foearry. Those estimates and figures do not jibe with what 
people in my area tell me. 

Mr. Brown. These are actual counts made by local offices. 

Mr. Fogarty. Do you think that you are getting a good count? 

Mr. Goopwin. Yes. 

Mr. Focarty. It does not seem to me that people over the age of 45, 
the percentage of those getting jobs, has gone up in the State of 
Rhode Island. 
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Mr. Brown. The percentage might be. Even if the States have 
held the line, it would be rather remarkable, I think, in a time of 
recession. The fact tliat these figures are climbing is the most sig- 
nificant thing and it is an interesting development. 

Mr. Focartry. I am getting more complaints now from people over 
the age of 45 than I have ever had in the 18 years I have been here. 

Mr. Goopwrn. I think we ought to make sure that you understand 
what we are saying. We are not saying that more older workers are 
being placed through the Employment Service. ‘The total place- 
ments of all kinds have dropped and I think they have dropped 
about 10 percent. However, the proportion of placements of older 
workers has a little bit more than held its own in relation to total 
placements made. It may very well be that you are getting com- 
plaints based upon the total picture. We are placing fewer older 
workers than last year. 

Mr. Focartry. The complaints are so many in number and so often, 
that the percentages that you have given us do not stand up with 
what I am hearing. 

Mr. Goopwin. I think that you will find those figures are accu- 

ate and reliable, Mr. Chairman. 

Mr. Focarry. How do you know they are accurate? 

Mr. Goopwitn. We have checked them. 

Mr. Focarry. How? 

Mr. Goopwin. We have spot-checked them to make sure that we 
are getting accurate reports. 

Mr. Focarry. How many checks have you made and in what 
States ? 

Mr. Goopwin. I do not have that offhand. I would have to fur- 
nish that. 

Mr. Focarry. Not many, I would guess. 

Mr. Goopwiy. We do check them periodically. 

Mr. Brown. Mr. Chairman, I do not have a State by State break- 
down so I do not know whether Rhode Island itself is matching the 
national performance. Conceivably, there may be a factor there, I do 
not know, 


REPAYMENT OF FUNDS FOR ADMINISTRATIVE COSTS 


Mr. Foearry. I understand that this repayment feature applies to 
funds used for State and Federal administrative expenses as well as 
funds used for the benefit payments. 

Mr. Goopwin. This has been a question on which we have had con- 
siderable discussion as to whether or not the law does require that, 
and our Solicitor’s Office has discussed the matter with the Treasury. 
We have been assured that it would not be necessary to make recovery 
for the administrative costs for paying benefits to UCV and UCFE 
exhaustees. 

Mr. Focarry. But it would, for the administrative costs of paying 
benefits to all other beneficiaries ? 

Mr. Goopwin. Yes. 

Mr. Focartry. You would recoup that part, too, by raising the tax on 
the employer if the State did not voluntarily repay the loan ? 

Mr. Goopwin. What would be recouped by the Federal tax would 
be the benefits paid to the people under the State system. 

You are talking about the Federal and State administrative costs? 


Ih 


Mr. Fogarty. Yes. 
Mr. Goopwin. Yes; that is right. 
I am sorry; I misunderstood you. Those costs would be recouped 


RECOUPMENT THROUGH TAX INOREASE 


Mr. Focarry. If Rhode Island is in the same position in 1963 that 
they are in now, the employers would still receive a 50-pereent increase 
on their tax if the State has not repaid the loan? 

Mr. Goopwin. The act would require—— 

Mr. Focarry. Even though the State of Rhode Island is up to the 
limit now in paying 2.7 ? 

Mr. Goopwin. This would not affect the State tax. It would af- 
fect the Federal tax in that State. 

Mr. Focartry. The three-tenths of 1 percent tax ? 

Mr. Goopwin. Yes. 

Mr. Denton. It would lower the amount the State would collect? 

Mr. Goopwtn. No; the State would have nothing to do with the 
collection of the tax. The Federal Government would collect the 
tax immosed on the employers in that State. 

Mr. Brown. I think I can answer that. There is no impact on the 
State tax. If the State tax is 2.7 and the Federal tax goes from 0.3 
to 0.45 percent, the State tax does not automatically go down to 2.55 
percent. 

Mr. Denton. Ten percent of that goes to the Government when 
the rate is 3.0 percent. If you take 0.45 percent for the Government, 
that means that the State gets 0.15 percent less? 

Mr. Brown. If the State goes to 3.0 percent, the Federal Govern- 
ment does not put a ceiling on the total of the two. In many States 
the tax rates are substantially higher in some situations than the 3 

yercent. 

, Mr. Focarry. So the facts are then that the employers are going 
to be faced with a 50 percent increase in the Federal portion of the tax 
if the State does not voluntarily repay the loan ? 

Mr. Goopwin. That is correct. 

Mr. Focartry. How do the employers like that ? 

Mr. Goopwtn. I think some employers are apt to look at this in 
terms of what the program will do. The metliod of recoupment here 
would not place any large burden at any time. It i be fifteen 
one-hundredths of 1 percent. That would be what would go on in 
1963 and then if the costs were not recouped, it would go up another 
fifteen one-hundredths of a percent in the second year. I think that 
some businessmen would welcome this. The benefits paid do increase 
the purchasing power in these communities. They take care of the 
people that are badly in need of the additional income at this time, 
so we feel that the comniunities generally will accept this and weleome 
it, including many of the employers in these communities. 

Mr. Focarry. You think they would feel very happy about repaying 
the State and Federal administrative costs, also? 

Mr. Goopwin. They are paying those costs now, you know, through 
the operation of the Federal Unemployment Tax Act. They are 
paying the expenses for the administration of this program generally, 
so that this does not present a new principle. It merely means that 
we are extending to this program, the principles that are already 
Operating in the employment security program. 
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BUDGET FOR BENEFIT PAYMENTS 


Mr. Focartry. $640 million, or over 95 percent. of this amount is for 
benefit payments. That calculation is summarized on page 6 which 
we will place in the record. 

(The data referred to follows:) 


Activity No.1. Temporary unemployment compensation payments 


1. Estimated number of State, UCFE, and UCV exhaustees eligible 


to file claims on effective date of program___________________ 630, 000 

2. Estimated number of additional exhaustees who could file claims 
Tor Guratiog of program... cee ee ee 2, 120, 000 

3. Estimated number of exhaustees who are expected to be re- 
employed or leave the labor force and not file claims__._______ — 100, 000 
4. Adjusted number of exhaustees expected to file claims___._..-_- 2, 650, 000 
5. Average number of weeks per exhaustee filing a claim__________ 8.5 

6. Total number of weeks of unemployment claimed (2,650,000 
ee ee INO Foi ke aie nde thee oat iene eet 22, 600, 000 

7. Total number of weeks of unemployment compensated (96 per- 
cent of the number of weeks of unemployment claimed) -—_____ 21, 700, 000 
8. Average weekly benefit payment___.....-....-.______________. $29. 50 
Dy COCMECOUG COE DOTIOTC DO FOI nn i ide pepe pimeidcbei chin Se 640, 150, 000 
10. Total cost for benefit payments rounded_________________ 640, 000, 000 


Mr. Focarry. Give us some detail concerning the method that you 
have used in arriving at each of these figures, starting with the esti- 
mate that there will be 630,000 persons who have exhausted their 
benefits under the existing program. 


Mr. Goopwin. I think that Mr. Miller could answer that. 
CURRENT NUMBER OF EXHAUSTEES 


Mr. Mitier. As Mr. Goodwin indicated, Mr. Chairman, the 630,000 
that we estimate will be unemployed when this bill becomes effective 
is based upon studies that we have made in the past. Those studies 
are not universal in scope and they were not made in every State, 
but in a substantial number of States. The figure of 2,120,000 is « 
projection based on our current experience and ‘projected insured un- 
employment levels. It is supported by the number of exhaustees 
that have occurred under current and past levels of insured unemploy- 
ment. 

ESTIMATED INSURED UNEMPLOYMENT IN 1959 


Mr. Foaarry. What is your present projection on insured unem- 
ployment ? 

Mr. Goopwtn. For fiscal 1959 it is an average of 2.9 million. 

Mr. Foearry. 2.9 million ? 

Mr. Goopwtn. Yes. 

Mr. Focartry. Almost 3 million. 

What did you estimate when you appeared before the committee 
in February ? 

Mr. Goopwin. Two million. 

Mr. Focartry. You were about 50 percent off ? 

Mr. Goopwin. Yes. 
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Mr. Focarty. Do you think that is a conservative estimate that 
you give the committee now, that there will be 2.9 million unemployed 
in fiscal 1959? 

Mr. Goopwin. It represents our best estimate at this time, Mr. 
Chairman. 


Mr. Foaarty. That is what you told us in February, but you were 
50 percent off. 

Mr. Goopwin. No, I do not think that is exactly what we said 
in February. We said, as I recall, that we had not reached a point 
where we were ready to change the figure. 

Mr. Focarry. This is given in a little different way, but it means 
about the same thing. 

Mr. Goopwin. We indicated to the committee at that time that 
there were factors that were pushing it up, but we did not know 
enough at that time to warrant a change in our estimate. 

We make the best estimates we can, Mr. Chairman. Over the years 
we have made mistakes, but over the years they have been fairly good, 
too. This is not an exact science. We are not dealing with an exact 
science. We are making estimates based on the economic conditions, 
so I think all we can say is that we will do the best we can on our 
estimates. If we are wrong we have to come back to you. 

We are not the only ones who make mistakes in this field. A lot 
of people do. You can see them almost every day in reading the pa- 
pers if you look back 6 months. 

Mr. Focarty. You are the experts in this field. You are the experts 
to whom we look in order to get the best advice we can on this subject. 
We hope you will not be 50 percent wrong in these estimates. 

Mr. Goopwin. We do, too. 

Mr. Focarry. What is the present insured unemployment? 

Mr. Goopwin. About 3 million. 

Mr. Focarty. Insured and uninsured, how many people are unem- 
ployed ? 

Mr. Goopwin. The figure is about 5 million. 


PROSPECTS REGARDING OVERALL UNEMPLOYMENT 


Mr. Focarry. So according to your estimates we can expect that 


through 1959 there will be about 5 million unemployed in the 
country ? 


Mr. Goopw1n. It will vary, of course. 

Mr. Focarry. Not very much, will it ? 

Mr. Goopwin. It will vary on a seasonal basis; yes. 

Mr. Brown. The relationship between insured and total unemploy- 
ment varies very substantially. Going back over the past 4 or 5 years 
it varies all the way from 41 percent to 63 percent of total unemploy- 
ment, depending on the season of the year, and the economic condi- 
tions of the country at the time. 

For instance, this summer we may have as much as 6 million unem- 
ployed. This represents the addition of many students and recent 
graduates and therefore the ratio between insured unemployment and 
total unemployment : 

Mr. Focarry. You have given us what you think will be the average 
insured unemployed in 1959. You have to, in order to get up these 
estimates. I was hoping at the same time you would have an estimate 
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with reference to the total unemployment for 1959. If you do not 
have it, it séems to me, you should have it. 

Mr. Brown. It is not a necessary part of the calculations involved 
in this program. ; 

Mr. Focarty. It may not be necessary, but it might be well for this 
committee to get the best estimates that you have available at this 
time so that we can get a better idea of how bad the overall situation 
is likely to be. 

Mr. Brown. I think we will have to get it from the Bureau of Labor 
Statistics or the Bureau of the Census. We are interested in it, of 
course, but they are the people who make the projections. 

Mr. Focarry. We had hoped, after listening to the Secretary last 
February, that things would pick up in April or May. Instead of 
that, they got worse, and they will remain bad throughout 1959, ac- 
cording to your estimates. It is not a good outlook for 1959, is it? 

Mr. Brown. We cannot go beyond what the President and the Sec- 
retary have said. 

Mr. Foearry. The Secretary has changed his statements con- 
siderably since February, as to estimates of what. will happen. 

Mr. Brown. We are giving the best estimates we can. 

Mr. Focarty. Being 50-percent wrong is really way off. 

Mr. Goopwin. Mr. Chairman, I think it ought to be noted that that 
big difference of 50 percent really represents the difference in figures 
that were brought together before we got the impact of the downturn. 
We did not know how to evaluate how far this downturn would go 
or the amount of unemployment which would result. 

I assume we could have come in with a revised figure in February, 
but February was an extremely difficult period in which to make new 
estimates, because the situation was still extremely fluid at that point. 
We undertook to state that to the committee when we appeared before 
you. 

Mr. Focarry. I think you did the best job you could. The facts 
are that you were about 50 percent off, which is about as bad as you 
have ever been since you have appeared before this committee. At 
least, it is the worst estimate you have ever given the committee. 

Mr. Goopwtn. That is true. 

Mr. Focarry. On page 6, you went down through the second item. 
Give us a little more detail about these other estimates. 

Mr. Miter. I think I carried my remarks down to item 2. Mr. 
Goodwin commented on item 3 before. 

Mr. Focarry. Proceed. 

Mr. Mitxer. Item 3 is less than 50 percent of the number who will 
probably exhaust their benefits, because, once this program is estab- 
lished and operating, exhaustees will be able to obtain benefits imme- 
diately following exhaustion. Hence, the time interval between 
exhaustion and return to work will not exist, but item 3 reflects the 
number who will return to work before claiming benefits under Pub- 
lic Law 441. The sum of items 1, 2, and 3 gives us our adjusted num- 
ber of exhaustees that we expect to file claims. 


AVERAGE NUMBER OF WEEKS EXHAUSTEES WILL FILE 


The average number of weeks an exhaustee will file a claim is a 
a derived figure based on about 10 years of reported history in the 
program, 10 to 12 years. It is based on what we call a survival rate. 
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In other words, out of every 100 individuals filing continued claims 
in a given week, approximately 95 will file a continued claim the next 
week. Actuarially, it is worked out and applied to the claimant 
group as a whole. That gives us the number of weeks of unemploy- 
ment claimed, and, as Mr. Goodwin commented earlier, there is a 
dropout between items 6 and 7. 

Mr. Focarty. I was wondering how you got that figure of ra 
weeks when, last February, you said it was almost impossible to tel 
how long people would remain out of work. When was this system 
developed ¢ 

Mr. Miter. It is not a matter entirely of the number of weeks a 
person would remain out of work. There are several factors in this 
particular item. The first factor is the entitlement of the individual 
under the State law. The average number of weeks drawn by per- 
sons who exhausted their benefits during the last quarter of 1957 was 
21 weeks. 

With that kind of an average, one-half of that would be about 101, 
weeks; so, you are working against an average base of about 
1014 that you will finance in terms of State entitlement. Therefore, 
from 1014 down to 8% represents the dropout. 


ESTIMATE OF STATES TO PARTICIPATE 


Mr. Fogarty. Is this estimate based on all States participating for 
the full life of the program ¢ 

Mr. Goopwin. Yes; it is, Mr. Chairman, 

Mr. Fogarty. For what. States do you have firm evidence that they 
will participate ? 

Mr. Goopwin. Very few, as of now. The law was signed only 
yesterday. States have been giving some consideration to it, of course, 
in anticipation of its becoming law, but, as of now, we have had indi- 
cations only from a few States. 

Mr. Focarry. What States ¢ 

Mr. Goopwin. The Secretary has wired the governors of all States, 
as of yesterday, informing them that the bill was signed and inviting 
them to give consideration to their participation. 

Mr. Focarry. From what States do you have firm evidence that 
they will participate? 

Mr. Goopwin. When you say “firm,” we do not, as of now, have any 
official request before us. As I say, it was not law until yesterday, 
and there simply has not been time to get them in. 

The unofficial information that we have had indicates it will prob- 
ably be considered favorably by New York, Pennsylvania, probably 
by Michigan—the legislature is in session there now and has the ques- 
tion before them—also by the District of Columbia and Maryland. 
These are a few of the States which have acted and gotten things 
underway before the law was signed. 


STATES THAT MAY NOT PARTICIPATE 


Mr. Focartry. From how many States have you heard that do not 
want any part of this program ? 


26534— 58——-3 
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Mr. Goopwin. I have not heard from any State indicating that it 
did not want to participate. 

Mr. Larep. Have you heard from some States an indication that 
they will extend their benefits but they will not take part in the Fed- 
eral program ¢ 

Mr. Goopwin. Yes, that is the situation in Connecticut, for instance, 
und it may very well be the situation in additional States. 

Just. how many we do not know. 

Mr. Lairp. I understand that probably will be the situation in 
Wisconsin. 

Mr. Goopwrn. It may be. Our understanding is that the legisla- 
ture is being called in there and what they will do we do not know. 

Mr. Latrn. I looked at a draft of the bill, and that particular bill 
would not use any of this money. 

Mr. Goopwtn. That will be the situation in some States. How 
many we do not know. : 

Mr. Taser. You have already had public announcements from 
Ohio and Tiinois and I believe from Indiana that they did not intend 
to. 

Mr. Goopwin. In Ohio, as I understand the situation, the Gover- 
nor has announced that. he is calling the State legislature into session. 
I think he also announced what his personal preference was so far as 
legislative action was concerned, and that preference, as I under- 
stand it, was that they consider an amendment to their own law 
rather than participate in this. 

However, I do not think that that is a clear indication of what 
would happen in Ohio. The legislature has yet to consider it. 

The legislature might decide that this is what they want to do. 
Therefore, from our ‘point of view Ohio definitely still would be a 
potential. I think the same still would be true in Wisconsin. 


STATE LEGISLATIVE AUTHORITY TO PARTICIPATE 


Mr. Focarry. What States have legislative authority to partici- 
ate ? 

. Mr. Goopwin. We do not have an answer to that. This depends 
upon an interpretation of State law, and only State officials ‘éan 
make those determinations, so we really do not have the information: 

I will say this: There has been wide misunderstanding as to the 
legislative situation which exists. This from a legislative point. of 
view, according to our lawyers, in no way sceplevetebanibinn This 
is a decision on the part of the State officials as to whether they will 
participate in the progr: am. They make that decision with the knowl- 
edge that at a later date, in 1963, the Federal Government will levy 
an additional tax in their State, but the State officials themselves take 
absolutely no action in relation to borrowing money. 

Therefore, our conclusion has been, and it still is, that there should 
be no legal bar to State participation in the program based upon 
statutes or constitutional provisions limiting the authority of the 
State to borrow money. 

Mr, Focarry. Of course, the States know whether they 
cannot. 

Mr. Goopwin. That is right. It is not up to us to interpret State 
aw. 


cal or 
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Mr. Focarry. That is right. It seems to me you should have some 
record of the legislative situation in the States at this time. This law 
is a little different from others. You have to be in operation in 2 
weeks, do you not? 

Mr. Goopwin. Yes, sir. 

We have been at work and we think we have done everything we 
can up to this point. 

Mr. Focarry. You have no record of any States that have legal 
authority to participate ! 

Mr. Goopwrin. I indicated that New York clarified this in a law 
which their legislature passed 

Mr. Fogarty. For instance in Rhode Island, when this bill was 
being debated, the attorney general ruled on it. That was some 6 or 7 


weeks ago. 

Mr. Ticaindis Ruled on what, sir? 

Mr. Foaarry. On the legal authority for the State to participate, 
so I assume that if Rhode Island moved on it 6 or 8 weeks ago you 
would have-— 

Mr. Goopwin. As I indicated a moment ago, Rhode Island has 
put this question in their referendum, so we do know about. that sit- 
uation. 

Mr. Fogarty. I thought if that had happened in one State that it 

robably did in others also and you would have some idea of the 
States which can participate and those States which cannot. 

Mr. Goopwin. The legal authorities in the States are reluctant to 
make a statement of this kind unless it is based on a special Federal 
statute, and they did not have that until yesterday. 

Mr. Focarry. When this legislation was pending was there not a 
telegram sent to the various States by the Labor Department? 

Mr. Goopwtn. No, sir. ' 

Mr. Brown. There was a questionnaire which had to do with title 
2 of the Ways and Means Committee bill. Also, Senator Douglas 
made a canvass of his own. The Department did not until yesterday 
send out wires to the governors asking each of them to reply as to 
where they stood. 

Mr. Fooarty. The Labor Department has almost no information 
on this, then ? 

Mr. Brown. Other than what we have read and heard from State 
officials and what is generally common knowledge. We have nc other 
firsthand knowledge. 

Mr. Focarry. It seems to me that if I were in your shoes, and 
sensing that this legislation would become law and that I would have 
to get into operation in 2 weeks, I would have found out from the 
States whether they legally could participate, and whether they 
wanted to or not. 

Mr. Goopwin. We did, Mr. Chairman. We were fully aware of 
what was going on in the States and had many discussions about it, 
but the States were not in a position to give us an answer on this in 
the absence of a specific Federal law. 

You cannot get most State attorneys general to give you an opin- 
ion based upon a law which has not yet passed. 
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STATES WITH LEGAL BARS TO PARTICIPATION 


Mr. Foearry. What States have constitutional or other legal bars 
to participation ? 

Mr. Goopwiy. The only constitutional bars that. I know of which 
have been discussed in relation to this program are those which re- 
late specifically to borrowing. 

As I indicated a while ago, the State does not borrow, in our 
opinion, in the sense that is dealt with in the constitutional provisions, 

Again I repeat that this is a matter of interpretation of State law, 
and the only authoritative opinion will have to come from the States. 
Those will be coming in, we assume, rather rapidly now that the 
Federal law is passed. 

Mr. Fogarty. In other words, you are letting it take its course. You 
are not actively trying to find out what the States will do, whether 
they are going to participate or not. 

Mr. Goopwin. As soon as the Federal law was passed, Secretary 
Mitchell sent every State governor a telegram telling them that the 
law had passed, transmitted to them a copy of the law, and invited 
them to participate in the program, and asked the governors to ad- 
vise him of their intentions. 

Mr. Brown. This is a State option proposition. It can be no more 
than a request for prompt advice. 


STATE ADMINISTRATIVE EXPENSES 


Mr. Fogarty. You are requesting $25,100,000 for State adminis- 
trative expenses. 

Mr. Goopwin. Yes, sir. ; 

Mr. Fogarty. This also is based on all States participating; is it 
not? 
Mr. Goopwin. Yes. 


TIME CALCULATED TO PROCESS CLAIMS 


Mr. Fogarty. Your basic assumption is that it will take as long to 
process these claims as it does the average claim under the regular 


pro, s? 
Mr. Goopwin. Yes. 


Mr. Foearty. Will not these claims be more comparable to con- 
tinuing claims? 

Mr. Goopwin. No; not in our opinion, Mr. Chairman. The orig- 
inal group they start with 630,000, will present rather difficult . 
lems because in some cases these records will not even be in the offices. 
It will be necessary to get the claims, on which these payments are 
based, out of storage. The administrative problem involved in the 
group which has already exhausted and gone off the rolls and is 
now coming back to apply for benefits will be considerably more dif- 
ficult than the average claim taken in the State’s system. 

After that group has made thein applications and been dealt with, 
the additional exhaustees that we estimate will come in, some 2,120,- 
000, will present a somewhat simpler administrative problem, but it 
will still involve all of the processes that are involved in the claims 
taken by the States. 
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In other words, a new claim will have to be taken for this purpose, 
and then the continued claims will be essentially the same. operation 
as we have in the system now. 

Mr. Foaarry. It seems to me that if you anticipate 2,900,000 in- 
sured unemployed in 1959 that you are not going to do a lot of addi- 
tional checking with regard to these people when they go off the 
roles of the regular program and start claiming under this special 
program. 

Mr. Goopwi1n. You mean checking as to— 

Mr. Foaarry. Job availability. 

Mr. Goopwin. Job possibilities? 

Mr. Fogarty. Yes. 

Mr. Mitier. There will be the same tests that are made every week 
with regard to a regular State claim, UCV or UCFE, the availability 
of a person for work, activity in finding work, and his ability to per- 
form work. 

There are some other things that make the process a little more 
complicated. 

When a person first applies for temporary unemployment com- 
popeloy we have to find out first whether he is an alien, because the 
aw requires us to disqualify individuals who are aliens and work for 
Communist organizations. That is a determination not made any- 
where now. 

Mr. Focarry. How much time does it take to process a continuing 
claim under the regular program ? 

Mr. Miz’ «x. Our standard time factor for continued claims taking 
is 5.1 minutes, and that 5.1 minutes we assume will apply under this 
program as it does under the State program. _ Five point one minntes 
does not mean time spent in face to face interviews, not at all. The 
5.1 minutes also includes all the clerical handling and processing be- 
hind the counter. 

Mr. Focarty. What is that “minutes per week of unemployment” 
on page 11? 

Mr. Goopwin. That is for the total Proce all of the processes that 
go into handling individual claims. It provides for the actual pay- 
ments and writing the checks, from beginning to end. 


































EMPLOYMENT FOR OVERHEAD ACTIVITIES 





Mr. Foearty. Thirteen percent of the employees requested are gen- 
eral overhead types of activities. Why should this be so high? 
Mr. Goopwrn. We have involved here the development of new pro- 
cedures in the States, personnel and training problems, fiscal services, 
and all of these different functions which present problems whic) 
must be solved in relation to this program. 
Even though the program lasts only a year, these things have to, be 
done by the States. 
Mr. Focarry. Even more building maintenance employees? 
Mr. Goopwin. Yes. 












SALARY RATES 









Mr. Focarry. $4,225 is the average salary rate calculated for the 
new employees. This is the same as for employees in the regular 
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program. Will the new employees be hired at the same rates as reg- 
ular employees with seniority ¢ 

Mr. Love. This is an average. 

Mr. Focarry. You will pay lower and higher than this? 

Mr. Lovr. Those people in the administrative offices are usually 
the higher paid and more skilled employees. 


LEAVE 


Mr. Focarry. Leave is figured at 11.2 percent which is almost 6 
weeks per year. Is that not high for new employees? 

Mr. Love. As a matter of fact, the latest estimate we have is 11.5 
percent. We have goften that since this budget was prepared. It 
includes annual leave, sick leave, State holidays, every kind of 
absence that they have. 

RENT 


Mr. Focarry. What is the basis for the estimate that you will need 
$1 million more for rent? 

Mr. Goopwin. That is based primarily on a recent survey of some 
of the offices in the eastern part of the United States that showed 
clearly that a lot of the offices had reached the saturation point. They 
could not carry on any more activities there. : 

Our discussions with some of the State people have indicated they 
will have to obtain additional space in pat to handle the program. 
That is not true in all cases, of course, but 

Mr. Focarry. Do you figure it will cost you $1 million more for 
rent ? 

Mr. Goopwin. Yes. It is a rough estimate based on what we know 
of the situation now. 





FEDERAL ADMINISTRATIVE EXPENSES 


Mr. Focarry. The estimate includes $600,000 for administrative 
expenses of the Department ; $575,000 is for the Burean of Employ- 
ment Security and $25,000 for the Solicitor. Your budget for the 
current fiscal year for the entire Unemployment Insurance Serv- 
ice is $766,000 and you are asking $575,000 for this 10-month pro- 
gram. Why do you need to almost double the amount to handle this 
program ¢ 

Mr. Goopwiy. This is not all the Unemployment Insurance Serv- 
ice. I think there are 17 in the Unemployment Insurance Service. 
If you talk about doubling, you have to use that figure. 


ADDITIONAL PERSON NEL 


The total here represents only 32 professional employees. The rest 
of them are clerical. For a program of this magnitude it does seem 
to me this is a smal] number. It involves one professional in each 
regional office to follow up on what is taking place in the States on 
the program. 

Mr. Focarry. How many regional offices do you have? 

Mr, Goopwin. Eleven; 22 of the 60 people would be in those re- 
gional offices, 1 professional person in each regional office and 1 
clerical person in each regional office. 
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Mr. Focarry. How many did you say will be in the regional office / 

Mr. Goopwiy. Twenty-two; 11 professional and 11 clerical, 1 of 
each in each office. 

Mr. Focarry. How many will that leave at the Washington level ? 

Mr. Love. Thirty-eight all told. That would leave 21 professional 
wnd 17 clerical in Washington. I should point out, Mr. Chairman, 
that the amount of money does not truly represent the number of 
people. In the estimate we point out that we propose to use State 
people simply because they have the experience to help us get this 
program started. We have to pay for their salaries out of our salaries 
and expenses appropriation. They, in effect, will go off the State 
payroll while they are working with us and we will have to pay them 
a per diem while they are here in order to give them some incentive 
to leave their homes and incur dual expenses. 

Also, for a very short term program we will have to have money for 
printing and for those purposes there is about $48,000 in the estimate. 
These are the things you get. into in any new program but which look 
big when you consider that this is for less than a year. 

If this program were going to run a second year, our printing cost 
would not be that high. 


REQUESTED LANGUAGE 


Mr. Focarry. The first part of the language you request appears 
to be a minimum to describe the purpose but, starting with the words 
“including services as authorized by section 15,” you have a consider- 
able amount of additional language. Start with the first one, “in- 
cluding services as authorized by section 15 of the act.” 

Mr. Love. This is for the special things covered under Public Law 
6). This ineludes hiring of consultants, authority for paying con- 
sultants—otherwise we do not have this authority—hiring steno- 
graphic reporting services. This is the usual thing for which you 
have given us authority each year to spend $10,000 in our regular 
appropriation. 

Mr. Focarry. What type of consultant would you be hiring in a 
program like this ¢ 

Mr. Goopwix. We might be bringing in—would this cover consult- 
ants from the States ¢ 

Mr. Love. People who would not be hired in a regular status; yes, 
to give special advice. 

Mr. Goopwrn. We have a special problem in recruitment. You 
cannot recruit for this type of program in the way we normally do 
because people just will not come and accept a job for 10 months 
with the Federal Government. At least the good people will not. 
What we are planning is this. 


PROBABLE TERMINATION OF SPECIAL PROGRAM 


Mr. Foearry. Do you think this program is going to end in 10 
months ¢ 

Mr. Goopwin. That is all Congress has authorized. 

Mr. Foeartry. What would be your best estimate? _ 

Mr. Goopwin. I think we have to accept. what is in the bill on that 
in terms of planning. 











22 


Mr. Focarry. ‘I do not want to put you on the spot, but you do not 
think this will end in 10 months, do you ? 

Mr. Goopwin. Yes. We have no reason to believe now it will not. 

Mr. Focarry. Some of these States that are in bad shape and need 
legislation like this are not going to be in much better shape im 10 
months, are they ? 

Mr. Goopwin. We think they will, but at this point in time it is a 
judgment or a guess. But regardless of that point, it would be 
difficult if not impossible to recruit people at this point in time. 

Mr. Focarry. Before continuing on that, how many do you antici- 
pate will have exhausted all their benefits and will be unemployed 
at the end of this 10-month program ? 

Mr. Goopwtn. I am not sure I understand the question. 

Mr. Foearty. The program is going to end 10 months from now. 

Mr. Goopwtn. Yes. 

Mr. Foearry. How many do you anticipate will be unemployed 
and will have exhausted their employment benefits at that time, at the 
end of this program ¢ 

Mr. Darttne. Somewhere between 500,000 and 600,000, perhaps. 

Mr. Focarry. How does that compare with the average for the 
10-month program ? 

Mr. Dariine. We assume about 630,000. backlog to start in the 
program. At the end of the program it would be somewhere between 
500,000 and 600,000. 

Mr. Focarry. Has the Department anything in mind, Mr. Secre- 
tary, as to extending this program if we still have 500,000 or 600,000 
unenrployed who have exhausted all their benefits, do you intend ask- 
ing Congress to extend this program ? 

Mr. Brown. Certainly the Department and Administration would 
take a very hard look at the necessity and importance of extending 
it if there are a large number of uncompensated exhaustees at that 
time. It is not our anticipation that the need will still exist at that 
time. 

Mr. Fogarry. What about the people who are not covered by un- 
employment insurance? Have you ever given that much considera- 
tion ¢ 

Mr. Brown. This has been discussed within the administration but 
it is not felt at this time that the problem is of sufficient magnitude 
to warrant any special action. 

Mr. Focarry. How large does it have to be to warrant some action ? 

Mr. Brown. That gets to be a judgmental factor. There have been 
such people at all times in the program. 

Mr. Focarry. But we have quite a few more now than the average ¢ 

Mr. Brown. Yes; but I do not know if you have seen the figures as 
to who they are. Were they made a matter of record in the House? 

Mr. Focarry. If they were, I do not remember seeing them. 

Mr. Brown. Just very quickly, we figure there were probably 1,800,- 
000 total unemployed who were not receiving unemployment compen- 
sation. Of those—this is a figure that goes back a month—540,000 are 
exhaustees, and therefore will be covered by this program ; 400,000 are 
covered under the present laws, but are ineligible, disqualified, or have 
not filed. That adds up to close to a million. Out of uncovered em- 
ployment that leaves a total of about 900,000 who are unemployed. 
One hundred and seventy thousand of those are in small firms and 
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the administration has a bill in to take care of them. Eighty thou- 
sand are State and local government workers. 

Mr. Denton. Are they not covered ? 

Mr. Brown. Coverage is at the option of the State. These are the 
ones who are still uncovered as far as State laws are concerned. They 
could be covered if the States so chose. One hundred and thirty thou- 
sand agricultural workers, 135,000 who worked for nonprofit organ- 
izations and in domestic service, 100,000 nonagricultural, self-em- 
ployed and unpaid family workers and ‘unemployed new entrants and 
reentrants in the labor market. The last group are people with no 
immediate past work history. 

So when you boil down your figure, the total of 1,800,000 not 
presently receiving unemployment compensation of any kind, Rail- 
road Act or otherwise, reduces itself to a fairly small number who 
would be benefited by or should be benefited by compensation. 


REQUESTED LANGUAGE 


Mr. Focarry. Do you want to continue with the explanation of the 
need for this language ? 

Mr. Love. After the $10,000 figure, there is the section which pro- 
vides for “reimbursement to the States for salaries and other expenses 

of State employ ees temporarily assigned or detailed to duty with the 
Bureau.” This is to give us the authority to borrow people from the 
States. They continue on the State payroll while working for the 
Bureau and we reimburse the State for the amount of their salary. 
It is a matter of keeping the bookkeeping straight to know what is 
Federal administrative and what is State administrative cost. 

Mr. Goopwin. Also it makes it possible for them to continue their 
retirement and other rights under the State system. 

Mr. Fogarty. All right. 

Mr. Love. Then the next section reads: 
and direct payments for travel expenses, transportation of household goods, and 
per diem in lieu of subsistence while away from their regular duty stations in the 
: States at rates authorized by law for Federal employees. 

The States have varying laws with regard to payment of travel 

nd per diem expenses. We thought that it would be fairer if these 
people were paid those expenses on a uniform basis. 

Therefore, for those people who come to Washington or a regional 
office city and have to set up dual residences because they leave their 
families at home and are put to double expense, we propose to give 
them a per diem in lieu of subsistence and we propose to pay for the 
cost of their travel from their home State to wherever they work for 
the Bureau. Of course, when they travel from Washington, for 
instance, to go to a State in our behalf they will be paid just as any 
other Federal employee gets travel expense. 

Mr. Foaarry. Is it the usual practice to provide funds for trans- 
portation of household effects for temporary employees ? 

Mr. Love. It is not, and we hope the committee will recognize 
this is an unusual situation. We may not be able to get some of the 
people we want unless we can pay for the movement ‘of their house- 
hold goods. We feel very strongly that this program will be as effec- 
tive as the people we can get to run it. 

Mr. Foc: rry. Go on. 
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Mr. Love. The next section provides that these funds will be avail- 
able as of yesterday. Here again, as you said earlier this morning, 
Mr. Chairman, the program is effective on June 19 and obviously it is 
not going to be effective without somebody doing some work on it. 
We need to have some kind of coverage for money that will be spent 
just as soon as we can possibly get people. 


ADEQUACY OF REQUEST 


Mr. Focarry. Do you think you have asked for enough, Mr. 
Goodwin ? 

Mr. Goopwin. Yes, Mr. Chairman; this is our best estimate as to 
what will be required. 

Mr. Focarry. You could not use any more? 

Mr. Goopwtn. At this time we think this will meet the require- 
ments of the program. 

Mr. Focarry. What do you think will be used? Do you think all 
this will be used ? 

Mr. Goopwrn. This, of course, is based on the assumption that all 
States participate. 

Mr. Poise. You have a pretty good idea they will not though, 
do you not? 

Mr. Goopwtn. I think it is fairly clear some States will not, either 
that they will not take any action or that they will move to amend 
their own law and finance it out of their benefits account. 

At this point in time we have no way of estimating what that will 
be. Therefore, we built this request on the assumption that all States 
would participate. 

Mr. Focarry. You calculated it on that assumption but it is pretty 
clear in your mind that all States are not going to participate? 

Mr. Goopwrn. That is right. I think this is the kind of program 
where it would seem that you might want to consider an open-end ap- 
propriation because this money can be used only if they meet the re- 
quirements of the law and for no other purpose. It is difficult at this 
stage of the development of the program to come to a reliable estimate 
as to how many States will participate. So that it would seem that 
that might be a sensible way to deal with the problem. 

Mr. Focarry. That was not recommended in the message that was 
delivered here yesterday, was it? 

Mr. Goopwin. I believe not. 

Mr. Foaarry. I do not see any reference to any open-end appro- 
priation in this message from the President or from the Bureau of 
the Budget. What do you think the Bureau of the Budget would say 
to something like that ? 

Mr. Goopwin. I really do not know. Mr. Dodson might want to 
comment. 

Mr. Dopson. ot a temporary program of this nature, which would 
be for just 1 year, I do not think they would feel too strongly, because 
at the time we had to present this estimate to the Bureau of the Budget 
we were just as uncertain, or more uncertain, than we are today as to 
what the participation would be. So, they accepted our statement that 


the only way we could make an estimate was on the basis that all States 
would participate. 
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coe Focarty. Did you discuss an open-end appropriation with 
them 


Mr. Dopson. It was not discussed in any detail. It was mentioned 
at one point but not in detail. 
Mr. Foearry. It did not get far. 


POSSIBLE TERMINAL DATE ON FUND AVAILABILITY 


If the committee were to place a time limitation on the availability 
of these administrative funds, what date could be used that would not 
be unduly restrictive? 

Mr. Goopwry. I think it would be the end of the program plus—— 

Mr. Focarry. How about April 30? 

Mr. Goopwin. There ought to be some leeway in terms of winding 
up the program. 

Mr. Taser. To what date did you figure your administrative ex- 
penses? To what date did you project these costs? 

Mr. Love. That was through most of the year, because there will 
be a good bit of work in winding up the program that will have to 
be done on the fiscal side, the program side, in checking with the 
States and in making arrangements for all the liquidation work that 
is necessary. 

Mr. Goopwtn. In other words, June 30. 

Mr. Miter. There is another point to consider. When you are 
thinking of a terminal date on the program, we will still have some 
appeal cases that may be hanging fire after the terminal date, the 
normal terminal date, of April 4, which is the last week that can be 
claimed under this program. You have to allow a little time for ad- 
ministrative work after April 4. 


DETERMINATION OF WHETHER FUNDS PROVIDED STATES ARE LOANS 


Mr. Denon. I noticed your statement that this would not be a loan. 
The Governor of the State of Indiana issued a statement that it is a 
loan, and Indiana cannot go in debt and, therefore, we cannot partici- 
pate in the program. I think your analysis would be very sound if 
this were a compulsory program. However, the State has to elect to 
go into this program. When they elect to go under it, they agree to 
pay back this debt, and if they do not pay back this debt voluntarily 
they are forced to through the Federal portion of the tax; which 
seems to me to make it a loan, which is in contravention of our 
constitution. How many States have a provision that they cannot go 
into debt ? 

Mr. Goopwrn. I do not know how many of them have a constitu- 
tional provision. Most States we heard from do not think that this 
will be a bar on this particular program. A few States have indi- 
cated there is a question. 

Mr. Denton. When you have given them money, will you pass on it, 
whether it is a loan or not ? 

Mr. Goopwin. That would be up to the States. If the States feel 
they have a problem under their constitution 

Mr. Denton. If you expect to get this money back, do you not think 
you have to pass on the question of whether it is a loan or not ? 
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Mr. Goopwin. No, because, from our point of view, it is a Federal 
tax. Ifthe State elects to take the program, and does not voluntarily 
repay by 1963, the tax would automatically—— 

Mr. Denton. But the way the Congress passed the bill, the tax is 
security for that loan, is it not? 

Mr. Goopwin. We did not regard it in that hight. 

Mr. Denton. You are asking the State to consent, and, when you 
ask the State to consent, you put the burden on them. 

Mr. Goopwin. We did not interpret the law that way. We reeog- 
nize this is a matter that will be interpreted by sae State. The 
State authority is the last authority. 

Mr. Denton. The way it has finally been written, it is a kind of 
mess, is it not? 

Mr. Goopwin. I would not say that. 

Mr. Denton. The State of Indiana, for example, pays compensa- 
tion for 20 weeks. The Governor takes advantage of this law and 
pays for 30 weeks. Do you think the Governor would feel safe in 
doing that without getting the consent of the legislature, the way 
this law is written ? 

Mr. Goopwin. Many of them would. 

Mr. Denton. If you were the Governor, would you undertake to 
carry out this law unless you had legislative approval ? 

Mr. Goopwrn. It would depend on conditions in the State, and on 
what the attorney general said. I think, without any questtion, Mr. 
Congressman, there will be States and governors that will say ex- 
actly this; that they do not want to take this action without con- 
sulting their legislatures. We have already had indication some 
will do that. 

Mr. Denron. You know Wisconsin and Michigan are putting it to 
their legislatures now, and Rhode Island is having a referendum. 

Mr. Goopwin. There will be more States. 


STATES TO PARTICIPATE 


Mr. Denvon. As of this date, you only know of two States that 
are actually going to participate in the program—New York and 
Pennsylvania ¢ 

Mr. Brown. We do not know Pennsylvania is. 

Mr. Denton. You only know that New York is? 

Mr. Brown. New York is going to convene a special session of the 
legislature, I believe. 

Mr. Denton. Then you do not know that any State will take ad- 
vantage of it. 

Mr. Goopwin. We have been told by officials of the employment 
security agency in New York that they expect to sign without further 
action on the part of the legislature. We have also received informa- 
tion from other sources that throws some doubt on that. I do not 
think we are entirely clear on the New York situation at the moment. 

Mr. Denton. You do not know then that any State is going to 
participate in the program ? 

Mr. Goopwrn. I repeat, the law did not pass until yesterday. 

Mr. Denton. As of today you do not know that any State is going 
to participate. 
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Mr. Goopwin. We have no official notification that any State is 
taking advantage. 

Mr. Denton. You do know definitely that Connecticut, Ohio, Indi- 
ana, Illinois, and possibly Wisconsin are not going to take advantage 
of it? 

Mr. Goopwin. No; the only one on which we have what I regard as 
official word on that question is the State of Connecticut where they 
have passed a law and are operating a program on their own. 

Mr. Denon. You do not read the papers in Indiana. 

Mr. Goopwin. It was not clear to me from what you said as to 
whether this was an opinion of the Governor or an action of the 
legislature. 

Mr. Denton. The legislature is not in session. This was the opin- 
ion of the Governor, so the paper said. 

I am a strong believer in unemployment compensation. I think this 
recession would have been much more severe than it is if we had not 
had an unemployment-compensation program. My objection is the 
States have not kept their programs up with the increase in cost of 
living in this inflationary period. 

I imagine that most States have the same thing we have in my 
State. We have an employers’ reserve program. Some employers 
have very little and others have a great tea They put the money 
into a reserve account for each employer. When it gets to a certain 
sum, then he does not have to pay anything more. Others have to 
continue paying but here is the difficulty, and an unfair thing about 
this new program. 

Here is this employer who has a reserve built up. He is not pay- 
ing any taxes now and here are some others who have a great deal 
of unemployment. Yet, if you recoup the advances to the States 
through the Federal portion of the tax you are taxing the employer 
whose reserve is built up to 100 percent just the same as you are taxing 
a man whose unemployment has been very heavy and has caused 
this money to be spent. This seems to be very unfair. There is 
likely to be a very strong argument to repeal the whole tax. 

Mr. Goopwin. Of course, on the first point, the point I would make 
is that we are not changing the principle involved in the Federal tax 
now. The employers now all pay the same tax. They are paying 
0.3 of 1 percent as the Federal tax now. This would increase the 
amount but it would increase it uniformly for all employers. 

I would also say that most States, although they have experience 
rating, some part of the cost of benefits is pooled to all employers. 
Increases can occur even though many individual employers’ exper- 
lence remains the same, 

Mr. Denton. I think that is all. 

Mr. Fogarty. Mr. Taber? 

Mr. Taser. You do not have a single State, do you, outside of 
Connecticut that made a determination; is that it? 

Mr. Goopwin. That is right, an official determination. 

Connecticut is the only State we know of at the moment, 


UNEMPLOYMENT TAX RECEIPTS AND DISBURSEMENTS 


Mr. Taser. I have been checking up a little bit since I got here this 
morning and here is what I found: I found that the Federal Unem- 
ployment Tax Act receipts for the 11 months of this fiscal year are 
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$336 million; that for the same period last year they were $328 
million. In other: words, the tax has gone up $8 million in this fiscal 
year as compared with last fiscal year. The receipts for the month 
of May were $2,126,000 as against $1,661,000 for May 1957. 

Disbursements from the unemployment trust fund for the first 11 
months of 1958 were $2,776 million. For the same period in 1957, 
they were $1,513 million. That indicated that the way the thing is 
set up, in what was a normal period, that from July 1, 1956, to the 
end of May 1957, the payments were $1,513 million in a period when 
unemployment was growing they were $2,776 million. In May 1957, 
the disbursements were $149 million as against $379 million for the 
month of May 1958. The amount of securities, according to the 
May 29, 1958, Daily Treasury Statement, issued to the unemployment 
trust fund was $8,324 million, and the total amount retired from the 
investments of the trust fund was $1,930 million and the balance 
remaining in the trust fund was $6,894 million. 


COST OF NEW PROGRAM 


To my mind, those figures are quite significant. Frankly, you do 
not believe, I do not think, that we are going to be required to pay 
out under this statute down to the 1st of April 1959 anywhere near 
as much as $500 million, do you? 

Mr. Goopwin. I think, Mr. Congressman, that it will be somewhat 
less than this figure that we have submitted. At this point in time, 
we have no basis for knowing how much less. I think that there will 
be a lot of things happen in the next few weeks within the States in 
trying to make up their minds as to what they want to do. The legis- 
latures will be called in some States, debate will be going on within 
the States, as to what they ought to do. There will Se a lot of pres- 
sures, I think, and in the light of the existence of this program, there 
will be a lot of pressures for the States to come in or to take action 
themselves. 

We really do not know how to estimate that situation at the present 
time so we could not give you 

Mr. Taser. In other w yords, one person’s guess on that is about as 
good as another’s ? 

Mr. Goopwin. I think, yes. 

Mr. Taser. This is an estimate that has been put in with the idea 
of having a generous plenty to meet the situation rather than any 
kind of an actuarial calculation. 

Mr. Goopwin. We put it in this way because all States are eligible 
to come in on the law just passed. We do not have the kind of infor- 
mation which would warrant our making a decision as to which States 
will not come in, as of this time. That, again, is why it seems to me 
that if the committee can see its way clear and the House can see its 
way clear, to set it up as an open-end appropriation, it would make 
sense under these circumstances. You could do that with the know]- 
edge that you are not going to spend any more than will be required 
by the provisions of the law. 

Mr. Taser. The payment that you have figured out is on the basis 
of estimated number of exhaustees who would be coming onto the 
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rolls. The estimated number of those at the present time is 630,000 
whereas you are anticipating 2,120,000 additional who would make 
claims besides the ones who have exhausted their benefits as of now. 

How many are on the rolls right now of unemployment insurance? 

Mr. Goopwin. You mean of exhaustees or the total? 

Mr. Taper. Overall insured unemployment. 

Mr. Goopwin. Overall, a little over 3 million. 

Mr. Taser. Those that have gone off the rolls because of the ex- 
haustion of their benefits has not come anywhere near the 2 million 
that you are figuring on as additional exhaustees; is that not right? 

Mr. Goopwin. These are based on the experience that we have had 
with exhaustions, both recent experience and the experience we have 
had in the economic downturns in 1954 and 1949. 

Mr. Taser. How many were there in 1954? 

Mr. Goopwin. You mean exhaustees, sir? 

Mr. Taser. Yes. 

Mr. Goopwrn. 1,750,000. 

Mr. Taser. How many were there on the rolls the 1st of July last 

ear? 
: Mr. Love. These figures are the number of people who exhaust in a 
particular time period, Mr. Congressman. We do not have a roll as 
such. We know that people get their last check in a particular month 
and we could add up the number for 6 months or a year, or something 
like that, but we do not have a cumulative figure. 

Mr. Larrp. You do not know how many are employed after that? 

Mr. Love. No, sir. 

Mr. Goopwin. We have only an estimate after that. 


UNEMPLOYMENT COMPENSATION COSTS 1957 AND 1958 


Mr. Taser. The withdrawals from the fund in 1957 were more than 
50 percent of what the figure is in 1958. That was more or less a 
normal period of employment, was it not ? 

Mr. Goopwin. 1957 was a period of relatively high employment. 

Mr. Taser. That is much more than half of what was withdrawn 
in 1958 in these 11 months that I am talking about. 

Mr. Goopwin. As to whether it was more than half? 

Mr. Taper. More than half as much as the other figures. In other 
words, $1,513 million is more than half of $2,776 million; is that 
‘right? That is not very hard to figure. 

Mr. Goopwin. The comparison you made a minute ago, as I under- 
stand it, was that there were $357 million withdrawals in May of 
1958 and you compared that with $149 million of May of 1957. 

Mr. Taser. But the figure for the 11 months in 1957 was more than 
half of what it was this year and 1957 was a period of relatively high 
employment ? 

Mr. Goopwiy. Yes. The reason for that, I might say, for that full 
11 months, is that you did not have a high percentage of unemploy- 
ment. If you extend this, for instance if you were to make the com- 
parison on the basis of what we will have for calendar year 1958 
with what we had for calendar 1957, I think you will find that it will 
run more than double because our figures for several months now 
have been running about the same ratio as this $149 million to the 


$357 million. 
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Mr. Taser. ye million, that is. 

Mr. Goopw1n. $379 million. 

Mr, Taber. That i is the May 1958 figure. 

Mr. Goopwin. To $149 million. 

Mr. Taser. To $149 million, that is correct. 

Mr. Goopwin. For several months, the amount of benefits paid 
has been double that of a year ago. 


STATE ADMINISTRATIVE EXPENSES 


Mr. Taser. Your figures on employment are set forth on page 7 
of your justifications; are they not ? 

Mr. Goopwin. Yes. 

Mr. Taser. $25,100,000 is requested and additional employment of 
4,800. Why would you need that many additional employees ¢ 

Mr. Goopwin. These are State employees. These are State em- 
ployees who would be responsible for paying the benefits. 

Mr. Taper. They have people that are tesponsible for paying the 
benefits now. 

Mr: Goopwin. Yes. 

Mr. Taper. There would not have to be anything extra except the 
extra payments under this program. 

Mr. Love. There are about 58,000 people, Mr. Congressman, in the 
State employment security agencies. The 4,800 people are a relatively 
small addition. 

Mr. Taser. How many ? 

Mr. Love. About 58,000. 

Mr. Taser. That is the total ? 

Mr. Goopwrn. For all States. 


FEDERAL ADMINISTRATIVE EXPENSES 


Mr. Taver. You are asking for $600,000 for your Federal setup. 
What is that for ? 

Mr. Love. We are asking for 57 additional positions and we now 
have in the Bureau 613 positions in other than the Veterans’ Employ- 
ment Service. We are asking for 3 positions for the Office of the So- 
licitor, a total of 60 positions where we have about 753 positions in 
the Bureau. 

Mr. Taser. You probably will not get staffed before the ist of 
August or the Ist of September, will you? 

Mr. Goopwtn. We have made tentative arr angements, sir, to borrow 
people and to take over people from States and reimburse the States 
for them. It is the only way that you can get it going quickly and 
in view of the fact that the Congress gave 2 weeks for getting the pro- 
gram under way, it would be the only way that we “could staff up. 
That would be the only way that we would stafi it with experienced 
people. 

Mr. Taser. That is all that I have. 

Mr. Focarty. Mr. Laird? 


FEDERAL SUPERVISION 


Mr. Larep. Mr. Goodwin, there is a feeling on the part of some 
people that this is a foot-in-the-door approach to move the Federal 
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Government into the unemployment compensation program in each 
of the 48 States. 

From your justifications on page 19, it would seem that there is 
a considerable increase in Federal costs in supervising this new pro- 
gram; is that correct? 

Mr. Goopwin. This provides for 32 professional people and 28 
clerical people. For a Federal program that proposes to spend $640 
million, I submit that that is a pretty small group when you take into 
account that we have got the fiscal end of it to aie care of, reporting, 
and we must have reporting to find out how the money is being spent 
and the number that are benefiting under the program as well as the 
other program functions that are involved there. 

When you think of 32 professional people for the country as a 
whole, I think it is a very small figure. 

Mr. Larrp. In the past, as the States have increased their benefits— 
and many States have—have you found that as the States increased 
their benefits, your administrative costs go up? 

Mr. Goopwin. No. The fact that States move to improve the bene- 
fits would have no direct relationship on our administrative costs, 
as I see it. 

Mr. Larrp. What if half of the States decide that they are going 
to handle this program themselves? How does this affect this budget 
estimate for new funds? 

Mr. Goopwin. It would depend to some extent, I think, on how it 
was distributed. 

Mr. Lairp. I am just taking this as anexample. I am not sure that 
half of the States will insist on handling their own program. As- 
sume they do—what would be the effect ? 

Mr. Goopwin. There we would be spread very thin for the country 
asa whole. For instance, we have 11 professional and 11 clerical peo- 
ple in the regional offices. Their immediate job is making contact 
with the States and keeping informed on what the States are doin 
and checking to see that the regulations of the Secretary are followed, 
and so on. 

For instance, if you had a State dropout, not take up this program, 
it would not have much impact on our immediate personnel in that 
particular region. I might say this: That the State that drops out 
will still in all probability have certain functions to perform in rela- 
tion to this program. One is that we anticipate that even though 
they do not apply for the general program, they will administer the 
Unemployment Compensation for Federal Employees and Unemploy- 
ment Compensation for the Veterans Program under this bill. 

Those two categories were provided for by the Congress in the bill. 
io aa would be undertaking that part of the program in all 

robability. 
: Mr. Latrp. They are not undertaking that part of the program now? 
All this does is to increase the benefits for a longer payment period ? 

Mr. Goopwin. That is right, except that it is an extension. It 
operates for those two programs in exactly the same way that it would 
operate for the regular State unemployment insurance program. 

Mr. Larrp. In the past as States have increased benefits, your 
answer was that it had not increased your administrative expenses? 

Mr. Goopwrn. Yes, I thought you said, “increase their benefits.” 
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This is an extension of benefits. It has to be made on the basis of 
the new application that is taken and there are procedures that are 
unique to this program which must be put into effect in the States. 

Mr. Latrp. These procedures will be put into effect by the individual 
State, as I understand this new program. You are not going to put 
these procedures into effect ; are you # 

Mr. Goopwixn. No. The State will actually put them into effect 
after an agreement has been reached with the Secretary. It does in- 
volve a minimum amount of supervision on the part of the Federal 
Government to make sure that the Federal program is carried out 
and that the interstate problems that are involved here are dealt with. 
For instance, a State that does not avail itself of the program gen- 
erally will probably act as agents for other States in taking interstate 
claims. That is something that we have an interest in and we would 
follow up and make sure it is carried out State by State. 

This is not a great deal of supervision we are talking about, Mr. 
Congressman. We are talking about 1 professional person for a 
region, which means that he would be keeping in touch with 4 or 5 
States. 

Mr. Larrp. The States have people on hand you can borrow at this 
time, you believe ? 

Mr. Goopwin. Yes, we believe that we can. 

Mr. Larrp. Will the States not be also looking for people? 

Mr. Goopwrn. They will be looking, I think, yes. They will be 
looking for people but they will be looking for a different type of 
person, I think. Their biggest job is to build up their local office 
personnel to the point where they can meet the load. 


FINANCING OF STATE ADMINISTRATIVE EXPENSES 


Mr. Larrp. What is the situation as far as the administrative ex- 
penses of $25,100,000 which you request? If a State sets up its own 
program, none of these funds will be used in that State; is that 
correct ? 

Mr. Goopwrn. That is right, except with the UCV and UCFE. 
‘That would be a separate proposition.’ They would not get these 
funds for the administration of this program for people who exhaust 
under the regular unemployment insurance program in the State 
unless they signed an agreement with the Secretary. 

Mr. Larrp. They could get reimbursed for the cost of their pro- 
gram as they normally are reimbursed under the regular program? 

Mr. Goopwin. Yes. 

Mr. Larep. You are not going to be in a position where you need 
more funds, because we have a formula set up by which that is 
handled; is that correct ? 

Mr. Goopwin. Yes, but Congress must appropriate for that purpose 
- so that if a number of States do decide to amend their laws and 
make an extension under State law similar to the one proposed here 
under Federal law, then we may find it necessary to submit a sup- 
plemental for that. 

Mr. Larrp. How much do we have in the contingency fund now 
for that purpose? 

Mr. Goopwin. Ten million dollars. 

Mr. Larrp. As it passed the House we have $10 million for this 
next fiscal year for that purpose? 
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Mr. Goopwrn. Yes. We have not received final action on that as 
yet, as you know. 

Mr. Latrp. Do you believe that will be enough to carry that con- 
tingency based on the enactment of this new law? 

Mr. Goopwin. Well, based on our experience of the last few years, 
we normally need a good part, if not all, of that contingency for 
other things that are authorized under the law. 

For instance, the law authorizes us to meet expenditures that arise 
out of law changes, and this would be that kind of example, of 
course. It also authorizes us to meet increases in salary costs which 
arise after the law is passed. 

Mr. Foearry. An increased workload ? 

Mr. Goopwin. That is right. 


' oe several years these items have used most of the contingency 
unds. 

Mr. Larep. There is no question, though, that the contingency fund, 
with the limitations presently provided in the contingency fund, 
could be used if the States sought to handle this program entirely 
on its own. 

Mr. Goopwin. Yes, from a legal point of view the contingency 
fund could be used in my opinion. 

Mr. Larrp. There would be no effort on the part of your Bureau 


or the Department of Labor to discourage States from handling this 
problem on its own? 


Mr. Goopwin. No. 

Mr. Latrp. There is no possibility that they would be told they 
have to take this money because of the appropriation limitation in 
your regular appropriation bill as passed by the Congress? 

Mr. Goopwin. No. 

Mr. Larrp. You could meet any additional costs through a sup- 
plemental ? 

Mr. Goopwtn. If we had to, yes. 


EFFECT OF ADJUSTMENT OF STATE ADMINISTRATIVE FUNDS TO NUMBER 
OF CLAIMS 


Mr. Larrp. What if a limitation were set on these new program 
funds based on the number of claims that were submitted to the 
various States? 

Mr. Goopwin. I don’t think I understand the question. 

Mr. Latrp. You make an estimate on the number of claims that you 
think will come about. You estimate the number of exhaustees ex- 
pected to file claims to be-2,650,000 individuals. On that basis you 
estimate that the total cost of benefit payments is $640 million 
roughly, and you also estimate it will cost you $25,100,000 so far as 
general administrative expenses are concerned. 

If we limit the release of this money on the basis of the claims 
filed, how would that affect your program ? 

Mr. Goopwtn. Perhaps I have missed the point but I do not visu- 
alize just how that would be done. 

Mr. Larrp. For example you have 1,325,000 claims, there would be 
released to you $320 million, 

Mr. Love. There would be one thing which we would have to won- 
der a little bit about, and that is the average weekly benefit, whether 
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it would work out on the basis of our current experience. _We have 
to be sure that costs for people who file claims will average out to 
$29.50 per week under the State law. 

Mr. Goopwry. I am not sure that figure should vary any more, 
though, on the smaller number of claimants than it would on the 
larger. 

Mr. Larrp. I cannot understand how the Bureau of the Budget 
ever submitted an estimate like this to this committee today. I do 
not think they have very good information on which to base this 
estimate. I do not think you can give them very good information 
on what they should send up here. They just picked the highest 
figure and sent it up to us. 

“Can you live with a limitation along the lines I have suggested ¢ 

Mr. Dopson. Take New York, for example, if it comes in with a 
very high average weekly rate, and you had other States that came 
in with a high average weekly rate, this $29.50 then would not be a 
proper average. T his is the national aver ‘age. The States which did 
come in might be those having a preponderance of higher average 
weekly benefit amounts, 

Mr. Lamp. Certainly there is no reason to believe that the States 
are going to go out and hire 4,800 additional employees to administer 
this program, is there? 

Mr. Goopwin. No. Only if they participate in the program. 

Mr. Lamp. There is no reason to believe they will hire that many 
people, is there? 

Mr. Goopwin. I think that figure will be related directly to the 
number of States that come into the program, although you will have 
the same factor operating to some extent that Mr. Dodson mentioned 
because of the difference in the aver age annual salary. 

For instance, if we should end up with just New York and Michi- 
gan, just taking those two States, the average annual salary in those 
two States would run several hundred dollars higher than the na- 
tional average. I do not recall what it is offhand. 

Mr. Love says they would run close to one thousand dollars higher 
than the national average in those two States, so you really would 
have the same factor operating in the funds for State administration 
that Mr. Dodson mentioned on the benefits. 

Mr. Larrp. I think it is almost impossible, though, in the admin- 
istration of this program, to separate the people that will be assigned 
to this new program and those working on the regular program. 
They will certainly be the same people in many cases and in many 
States? 

Mr. Goopwin. You see, our budgets are made on a workload basis, 
and the basis on which we would reimburse the States would be on 
what they actually do by way of paying claims and performing other 
related functions. 

Mr. Latrp. Why would you need these additional employees, say, 
if unemployment continues to go down instead of up? Expenses in 
these States have been higher because it was going up. Now it is 
coming down. It would seem to me that the same work force could 
handle m many of these new claims of exhaustees. 

Mr. Goopwin. The number receiving unemployment insurance in 
the States up to now has dropped only slightly. The drop we have 
had up to now is no more than is involved in these exhaustees. In 
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other words, those who have gone off the unemployment rolls did so 
because they have exhausted their benefits. The workload will con- 
tinue to be high in the States for a considerable period of time in our 
opinion. 

Mr. Latrp. It is awfully hard for me to follow this. Not only are 
you planning 4,800 more employees for the States, and you are plan- 
ning to reimburse them at that level, but you are planning to reimburse 
the States for considerably more expense so far as rent, building main- 
tenance, and everything else is concerned. 

Mr. Goopwin. To get perspective on this you have to realize that if 
all of the 630,000 were to male for these benefits, it would increase the 
workload 20 percent, so we are talking about a very sizable increase in 
load for the States. This is a 20-percent increase. It must be con- 
sidered in light of the fact that State agencies handling unemployment 
insurance are already overextended. They have been absorbing some 
of their costs by overtime and uncompensated work of various kinds, 
so we do not feel it is fair to ask the States to do this, and we do not 
feel they could do it. As a practical matter we think they would not 
doit. In other words, they would not take on this function unless they 
could be compensated for it. 

Mr. Mitier. In many areas our physical facilities are not adequate 
to handle the additional work. We made a survey of about 30 offices 
east of the Mississippi within the last month and a half. In 18 of 
those offices, and these were in major cities, the office space was not 
adequate for the workload they were processing. 

Therefore if this program goes into effect, in most of these larger 
metropolitan areas where you have the greatest load of claimants, they 
will have to rent additional space. It may be temporary but they will 
have to get it. 

Mr. Goopwin. I want to point out, however, that even though the 
workload goes up in our estimates about 20 percent, what we have 
requested in the way of additional space is only about 6 percent so we 
have carefully evaluated what they have, we have carefully taken into 
account the absorption factor that they will be able to apply. 

This runs through other items that are in our request as well. 

Mr. Latrp. That is all I have, Mr. Chairman. 

Mr. Fogarty. Are there any further questions? 

Thank you very much, gentlemen. 


Mr. Goopwin. Thank you, Mr. Chairman and members of the com- 
mittee. 
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